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Financial Fiighlights For the Years Ended December 31 1966* 


1965 


1964 


Net Sales. 

Net Income.. 

Net Income Per Common Share (after preferred dividends 

and as adjusted for stock splits). 

Common Dividends. 

Dividends Per Common Share. 


$90,654,511 

4,424,938 

1.15 

359,586 

.11 


$45,876,585 

2,150,414 

.70 

121,595 

.04 


$25,249,880 

1,188,182 

.40 

4,929 

.0024 


♦These figures do not include the operations of Scott Industries, Inc., the acquisition of which is expected to be completed very 
shortly on a pooling of interest basis. Total 1966 sales of Scott were $15,934,046 with net income of $492,489. Neither do these 
figures reflect other acquisitions expected to be consummated shortly, Smith-Essick, Inc., and Baifield Industries, Inc. 


The data for 1964 and 1965 reflect amounts previously reported in the Company's annual reports. Operations of companies acquired 
in pooling of interest transactions are reported from the beginning of the year in which the acquisition occurs. 
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Harry E. Figgie, Jr. 
Chairman of the Board 








To Our Shareholders: 


The year 1966 saw further major advances in the new 
history of ''Automatic" Sprinkler Corporation of Amer¬ 
ica. It produced the highest sales, net Income, and earn¬ 
ings per share ever recorded by the Company, reflecting 
both internal expansion and the acquisitions made dur¬ 
ing the year. 

What was in 1963 a small family-owned company with 
basically a single product line is now a diversified and 
nationwide organization, with sales at a rate well over 
$100 million. This dramatic transition under new owner¬ 
ship and management direction, accomplished in the 
past three of the Company's 55 years, today finds 
"Automatic" Sprinkler operating in four major areas of 
American industry—fire protection, safety and security 
systems and devices; fluid controls and hydraulic equip¬ 
ment; industrial equipment related to labor reduction, 
and electrical and electronic instrumentation and power 
systems. We call each of these areas a nucleus for 
growth. 

Upon completion of the pending acquisitions of Scott 
Industries, Inc., Lancaster, N.Y., Smith-Essick, Inc., Los 
Angeles, Calif., and Baifield Industries, Inc., Los Angeles, 
the company will have a total of 19 divisions operating 
in these four fundamental growth nuclei. At the same 
time, the acquisition of Baifield will launch a fifth nu¬ 
cleus—the beginning of a defense industries complex. 

In our first nucleus, "Automatic" has become the largest 
integrated fire protection company In the world. Our 
product line in this operating group runs from fire hose 
to brass nozzles, from alarm systems to fire extinguishers 
and from sprinkler systems to fire trucks. Our other 
operating groups are also developing such integrated 
product lines. 

Upon conclusion of our three pending acquisitions, our 
employee population will exceed 8,000 in 27 manufac¬ 
turing plants and some 85 sales offices and warehouses. 
These are strategically located in 40 states to serve the 
entire nation, with additional operations in Puerto Rico 
and the Bahamas and a small but growing overseas com¬ 
plex comprised of joint ventures and licensee agree¬ 
ments. 

Our progress and achievements to date must certainly 
reflect the excellence and capabilities of our manage¬ 
ment team and all of the individuals responsible 
throughout our many divisions. The success of any com¬ 
pany is dependent first on the quality of its people. 


The financial record compiled by "Automatic" In 1966 
is comprehensively set forth in this annual report and 
I commend its careful reading to every shareholder. 
There is little need of reciting, except briefly, in this 
message a collection of individual figures which repre¬ 
sent for us no more than benchmarks by which to mea¬ 
sure progress. 

For the year 1966, our Company's net sales reached a 
record $90,654,511 not Including the operations of Scott 
Industries, Inc., the acquisition with respect to which a 
letter of intent was signed in 1966 and which is expected 
to be consummated on a pooling of interest basis fol¬ 
lowing shareholder approval in the next few weeks. This 
was a 98% increase over the $45,876,585 reported in 
1965 and 259% over the $25,249,880 shown in 1964. 
These results reflect both internal growth and the ac¬ 
quisitions completed during the year. 

Similarly, our 1966 net income of $4,424,938 was up 
106% over the $2,150,414 reported in 1965 and 272% 
over the $1,188,182 reported in 1964. The Company's 
net Income per share for 1966, after provision for pre¬ 
ferred dividends and again excluding the operations of 
Scott was $1.15 compared with the 1965 per share in¬ 
come of 70^ (adjusted for the 5-for-2 split in September, 
1966) . . . over a 60% increase in earnings per common 
share. 

These accomplishments are indicative of our manage¬ 
ment philosophy which calls for constant operating 
emphasis on reducing costs, maximizing profits, and 
continually improving our earnings per common share. 

And this growth continues ... with the three aforemen¬ 
tioned important acquisitions pending and expected to 
be consummated shortly. 

• SCOTT INDUSTRIES, INC.: This acquisition should be 
approved by shareholders in a matter of weeks. Scott's 
total sales in 1966 were $15,934,046 which produced a 
net income of $492,489. The operations of this diversi¬ 
fied company directly complement two of our primary 
nuclei—the fire protection and the fluid controls groups 
—in addition to having product and marketing relation¬ 
ships with our other nuclei. We are looking forward to 
welcoming Mr. Earle M. Scott, Chairman of the Board of 
Scott Industries, Inc., and his fine company into the 
growing "Automatic" family. 

• SMITH-ESSICK, INC.: The acquisition of this major 
West Coast corporation will greatly expand the opera- 
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tions of our labor-reduction equipment nucleus. The 
total 1966 sales of Smith-Essick were approximately 
$24,000,000 with net profits of some $985,000. We cer¬ 
tainly feel that Mr. Bryant Essick, Chairman of the Board 
of Smith-Essick, and his fine organization will be another 
excellent addition to ''Automatic" Sprinkler Corpora¬ 
tion. 

• BAIFIELD INDUSTRIES, INC: The acquisition of Bai- 
field Industries, when completed, will launch "Auto¬ 
matic" into its fifth nucleus area of operation—a defense 
industries complex. We sincerely believe that every im¬ 
portant American industrial corporation should play a 
significant role In the vital defense program of our na¬ 
tion. While some of our sprinkler operations and fire 
protection activities involve us in defense work, the ac¬ 
quisition of Balfield will move us strongly into that field. 
Baifield reported total sales for their fiscal year ended 
January 31,1967 of approximately $31,300,000 with net 
income of about $1,763,000 and we look forward to 
Mr. James Upheld, president of Baifield, and his fine 
organization also joining the "Automatic" family of 
companies. 

Further details on the operations and product lines of 
these and other recent acquisitions can be found later 
in this annual report. 

While growth by acquisition is important to our future 
progress, the internal growth of our present operations 


is even more essential to assuring our continued success. 
This report contains detailed accounts of our internal 
growth by Division—that is, progress reports from each 
of our Division Presidents. 

What of the future? For 1967 we see the continuation of 
corporate growth. The broad range of our consumer and 
industrial products whose quality we will always contin¬ 
ually seek to improve, record backlogs, aggressive mar¬ 
keting programs backed by imaginative advertising, and 
continued emphasis upon efficiency and cost reduction 
create the basis for such continued progress. 

In concluding my brief message which I hope has stim¬ 
ulated you to read this annual report in full, may I ex¬ 
press the appreciation of all in management for the 
continued confidence and support of all our sharehold¬ 
ers in the present and future of "Automatic" Sprinkler 
Corporation of America. 


Respectfully submitted. 



Harry E. Figgie, Jr. 
Chairman of the Board and 
April 25,1967 Chief Executive Officer 
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the Corporate Management Team 


As an organization geared to field decision and divi¬ 
sional action, '"Automatic" Sprinkler has no need to 
maintain a large central staff. What is required is a small 
management corps composed of outstanding individual 
specialists, working under the direct personal super¬ 
vision of top corporate executives. 

The principal architect of the Company's guiding phi¬ 
losophy is Board Chairman and Chief Executive Officer, 



CORPORATE MANAGEMENT OFFICIALS, L-R . . . 

1. James J. Gilligan (L) and Harry E. Figgie, Jr. 

2. Leonard J. Barbee (R) with Engineering Dir. Howard Cooper 

3. Luther A. Harthun (L) with G. Dameron Davis 

4. William G. Borchert (L) with Henry Knippenberg 


Harry E. Figgie, Jr. Mr. Figgie's background includes nine 
years as a partner in the management consulting firm of 
Booz, Allen & Hamilton, where he established and 
served as president of Booz, Allen Methods Service, an 
affiliate company specializing in profit improvement. He 
subsequently compiled an outstanding record as a 
group vice president of A. O. Smith Corporation. Mr. 
Figgie has two engineering degrees from Case Institute 
of Technology, a law degree from Cleveland Marshall 
Law School, and a Master of Business Administration 
from Harvard Business School. His earlier operating 
experience was with Western Automatic Machine 
Screw, Firestone, and Parker-Hannifin. 

James J. Gilligan, Vice President-Finance, has estab¬ 
lished an excellent record as a corporate financial 
executive. A graduate of Wharton School of Finance 
and Commerce and a Certified Public Accountant, Mr. 
Gilligan was closely associated with the cost-reduction 
programs at Booz, Allen & Hamilton, working closely 
with Mr. Figgie on many projects. His executive operat¬ 
ing experience has been with Radio Corporation of 
America, Hughes Aircraft, U.S. Industries, and Northern 
Natural Gas. 

Vice President-Manufacturing, Leonard J. Barbee is an 
outstanding manufacturing executive. A former machine 
operator and union officer, Mr. Barbee entered the 
management ranks at A. O. Smith Corporation, where 
he established an excellent record for plant productivity 
and profitability, rising through every manufacturing 
supervisory level from foreman to manufacturing 
manager. 

Henry Knippenberg, Director of Corporate Planning, is 
an engineering graduate of Massachusetts Institute of 
Technology whose career includes service as a Booz, 
Allen & Hamilton consultant, vice president of the Dasol 
consulting firm, president of a Dresser Industries divi¬ 
sion, and divisional vice president and general manager 
within the A. O. Smith Corporation complex. 

G. Dameron Davis, Director of Industrial Relations, has 
had 26 years of experience as a labor contract negotiator 
for such companies as Wright Aeronautical Corporation, 
Ford Motor Company, Midland Steel Corporation, and 
U.S. Industries. A graduate of the University of Kentucky, 
his industrial relations experience also extends to such 
governmental undertakings as the Pan-American 
Guided Missiles Range. 

General Counsel Luther A. Harthun, who has law de¬ 
grees from the University of Chicago and the University 
of California, was formerly with the law firm of Hopkins, 
Sutter, Owen, Mulroy, Wentz & Davis in Chicago. 

William G. Borchert, Director of Corporate Communi¬ 
cations, has been a reporter and feature writer for na¬ 
tional magazines and a major metropolitan newspaper. 
He subsequently entered the agency field serving such 
clients as the Columbia Broadcasting System, 
Newsweek, and Joseph E. Seagram & Sons and joined 
"Automatic" Sprinkler following service as vice presi¬ 
dent of Life & Casualty Insurance Company. 
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The primary distinguishing characteristic of '"Automatic" Sprinkler's 
new management—and the fundamental explanation for the marked 
expansion of Company sales and profits over the past three years— 
is its adherence to the nucleus theory of growth. 

Portrayed graphically on these pages is the basic rationale of this 
important concept, as it has been developed and refined by "Auto¬ 
matic" top management, and as it is applied daily in corporate opera¬ 
tions and planning procedures. 

Summarized, the nucleus theory of growth is essentially the selection, 
acquisition, and internal development of companies with comple¬ 
mentary product lines within the framework of major industries. 
"Automatic" Sprinkler's management formula for implementing this 
theory involves: (1) identification of an industry with excellent 
growth potential and choice of a leading company within that indus¬ 
try to serve as a "nucleus" or flagship operation; (2) application to 
that nucleus company of a three-part program of cost reduction, sales 
and market expansion, and product research and development; and 
(3) step-by-step acquisition and internal improvement of additional 
established companies within the selected nucleus industry. 

Four industries were chosen initially but the first growth area concen¬ 
trated upon was fire protection, safety, and security systems and 
devices, the nucleus company here being the "Automatic" Sprinkler 
Company acquired at the end of 1963. Within three years there were 
added to this industry nucleus seven additional companies (which 
also have product, manufacturing or marketing ties to additional 
acquisitions in other industry nuclei). Today, "Automatic" Sprinkler 
with the seven other companies in its nucleus represents the world's 
largest integrated producer of fire protection equipment. 

As the illustration shows, comparable development already has been 
initiated within each of three additional nucleus industries—fluid 
controls and hydraulic equipment, industrial equipment related to 
labor reduction and electrical and electronic instrumentation and 
power systems. A defense industries nucleus is now underway. And 
the search continues for qualified nucleus operations in still other 
industries offering similar growth and profit potential. 
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"AUTOMATIC” 
SPRINKLER DIVISION 


The year 1966 was another outstanding period of growth 
for our division, the original "nucleus" company of 
the now large and expanding "Automatic" family of 
companies. Our sprinkler operations, which had been 
substantial prior to new corporate ownership, have 
almost doubled in three short years. 

These results are due in large measure to our division's 
management team which was greatly strengthened last 
year with the appointment of John Tanis as Assistant to 
the President and Acting General Manager and Wil¬ 
liam S. Holland as Manager-Construction Practices. 
Both have excellent backgrounds and long experience 
in the fields of sales, engineering and construction. 

At the same time, we have been implementing new 
programs using scientific marketing techniques with 
considerable success. 


tion of bur sprinkler systems are substantially greater 
than the cost of leasing such systems, thus adding to 
their profits while providing immediate protection. 

I • We are continuing to capitalize on this insurance sav- 
ings incentive and leasing in our expanded advertising 
I and marketing program. We also are quick to capitalize 
■ on dramatic news events that occur, such as our ad in 
the Wall Street Journal on Chicago's McCormick Place 
, fire in January entitled "The Building That Could Not 
; Burn," illustrated below. This ad, which appeared just 
; 13 days after the fire, produced extraordinary sales re- 
j sponse. 

I These factors, together with the growing new market 
I for sprinkler systems and . the large existing market of 
( unsprinklered buildings, underline our optimism for the 
i. future. 


In 1966 net sales showed a substantial increase over the ; 
previous year and profits also continued at an excellent j 
level despite some serious production and administra- ; 
tive problems that arose when our main Youngstown I 
plant was closed by a strike just before contract termina¬ 
tion date. After more than four months of negotiations 
which failed to produce a contract, even though our 
offer was well in excess of the wage and fringe benefits 
paid by our major competitor, we announced termina¬ 
tion of our production facilities there on January 16th of 
this year. i 

The corporation had put a new plant into operation In : 
Swainsboro, Georgia late last year to handle the over¬ 
flow production requirements of several corporate divi¬ 
sions. This facility and expanded production at our four 
other plants located strategically throughout the United 
States is now giving our division much needed produc¬ 
tion support. 

To prevent any disruption of overall operations during 
the strike, we moved our entire office staff into tem¬ 
porary quarters in Cleveland while we proceed with 
plans for a new permanent headquarters location. 

Some highlights of 1966 that indicate to us greater 
growth for our division in 1967 include: 

• We are going into 1967 with a backlog of orders some 
35% greater than last year. Considerable expansion in 
all departments has taken place to meet this unexpected 
increase in sales volume. 

• We are finding that more and more industrial and 
commercial companies, schools, country clubs and 
other such potential customers are learning that the sav¬ 
ings In insurance premiums resulting from the installa- 


This dramatic ad, created, produced and placed in the 
"Wall Street Journal" just 13 days after the McCormick 










THE 

"AUTOMATIC" 

DIVISIONS 


'^AUTOMATIC” PROCESS 
PIPING DIVISION 

Cleveland, Ohio 

WILLIAM STANLEY 
DIVISION 

Eastlake, Ohio 
John B. Kilroy, President 

The success of a new marketing plan, supported by 
greatly improved production techniques, made 1966 an 
outstanding year for ^'Automatic" Process Piping Co. 
This organization, which until 1964 was part of the 
original "Automatic" Sprinkler company, has now come 
into its own as an important designer, fabricator, and 
installer of industrial piping systems on a national scale. 

New contracts sold during the year were up more than 
105% over 1965, reflecting our emphasis on design, 
engineering and production capabilities, together with 
outstanding customer service. We have supported this 
approach with new equipment, new welding techniques 
and improved on-the-job efficiencies—and started 1967 
with a substantially increased backlog. 

During the past year, we designed, fabricated and in¬ 
stalled industrial piping systems for companies in a 
variety of industries including the rubber, petroleum, 
cryogenics, chemical, glass and automotive fields. At the 
same time, we have been doing more work for several 
large steel companies. 

William Stanley Company, an organization we formed 
in 1965 to fabricate specialized containers from exotic 
metals for the pharmaceutical, chemical and food¬ 
processing industries, also made excellent progress in 
1966. The company fabricated to ASME Code standards 
pressure vessels ranging from one gallon to 1,200 gal¬ 
lons in capacity, and also produced components and 
accessories for pressure vessels. 

We have tremendous confidence in the future of both 
of these fine companies. 



This industrial piping system, designed and installed by 
"AUTOMATIC" PROCESS PIPING, is one reason why 
the company has attained status as an important national 
contractor in the field. 









BADGER FIRE 
EXTINGUISHER DIVISION 

Ranson, West Virginia 
E. K. Paine, President 




FEE & MASON 
DIVISION 

Manasquan, New Jersey 
Tom W. Mason, President 


Badger, one of the oldest if not the oldest (1898) name 
in the fire extinguisher business, achieved status as a 
full-line extinguisher company for the first time in 1966. 

Highlighting the year's results were: 

• A sales increase of 150% coupled with improved mar¬ 
gins of profitabilities over 1965, the year we became 
associated with "Automatic."Over a three-year period, 
sales are up 1780%. 

• Our engineering and sales organizations were mate¬ 
rially strengthened. 

• Main operating facilities at Ranson were doubled In 
size with the completion of a new plant which 
equipped Badger with modern and efficient manufac¬ 
turing facilities available for high-volume production. 

• A new assembly operation was opened In Los An¬ 
geles, complete with an advanced modern carbon- 
dioxide extinguisher line. 

• A full-time research and development section was 
established and staffed with qualified engineering 
personnel. 

• Our company became the industry leader in the pro¬ 
duction and sale of 2 y 2 -gallon wet chemical stainless 
steel extinguishers. Also, a full dry-chemical line of 12 
models In three different powder types went into pro¬ 
duction in mid-year. At the same time, our new ABC 
multi-purpose extinguisher obtained Underwriter Lab¬ 
oratories' highest rating and now provides American 
industry with a single unit highly effective on all types 
of fires. 

These achievements support strong optimism for even 
better results in 1967. 


Greatly increased market penetration among plumbing 
and heating wholesalers was the key to Fee & Mason's 
highly successful 1966, one of the best years in the 
organization's 114-year operating history. 

Total volume Increased more than 20% and profits 
maintained excellent margins. 

While planned sales and market development told the 
story of 1966 and will play a continuing vital role in our 
overall operations, major expansions in plant and equip¬ 
ment, coupled with cost-reduction programs, should 
provide the impetus for 1967. 

Construction of a new manufacturing facility, which will 
triple our present plant capacity, was started last No¬ 
vember and is scheduled to be in full operation by 
June 1, 1967. Incorporating a streamlined production 
system, this new facility should reduce labor and 
handling costs and Improve manufacturing. 

As an important part of "Automatic" Sprinkler's grow¬ 
ing fluid controls group. Fee & Mason manufactures and 
markets both standard and special pipe hangers and 
fittings for the plumbing and heating, sprinkler and 
process piping industries. These items total some 4,500 
varied rigid and movable hangers and fittings and 
approximate 90% of our business. 

Changes in the technology of piping systems and pipe 
materials, however, are creating more sophisticated en¬ 
gineering requirements for suspension hangers. Our 
company, therefore, is currently expanding its engineer¬ 
ing staff to meet the increasing demand for design and 
manufacture of complete pipe suspension systems. 


The large new BADGER plant in Ranson contains the 
most modern and efficient equipment available for the 
manufacture of fire extinguishers. 



FEE & MASON is another "Automatic" Division soon to 
be operating in a brand-new facility, incorporating a 
streamlined production system. 
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KERSEY 

MANUFACTURING 

DIVISION 

Bluefield, Virginia 
Lon D. Ellison, President 




POWHATAN BRASS 
& IRON DIVISION 

Ranson, West Virginia 
Charles F. Reininger, President 


The year 1966 marked Kersey Manufacturing Company's 
20th anniversary as a major producer of rubber-tired, 
battery-powered coal mining equipment—and its 
greatest growth year to date. 


The year 1966 must stand out as the most successful in 
the 74-year history of Powhatan since it was not only 
marked by record sales and profit improvement, but 
plant and production expansion as well. 


Total sales and earnings reached record highs in 1966, 
just one year after Kersey joined the labor reduction 
equipment nucleus of "Automatic" Sprinkler Corpora¬ 
tion. In addition, our backlog at the start of 1967 was 
significantly greater than at the beginning of 1966. 

The growth achieved last year was aided substan¬ 
tially by the design and production of a new line of self¬ 
unloading chain-conveyor coal cars which received 
enthusiastic customer acceptance. With the assistance 
of "Automatic" we also added important new produc¬ 
tion equipment and expanded our staff of competent 
personnel. 

The use of battery-powered low-profile equipment was 
originated by Kersey In 1946 as a means of profitably 
mining extremely low-height seams of coal, principally 
in the states of Virginia and West Virginia. The demand 
for this unique equipment has expanded greatly since 
that time. 

Major coal companies in many states and foreign 
countries, with seams of all heights and varying produc¬ 
tion situations, are seeking information about the entire 
line of Kersey equipment... which has expanded from 
the initial low-profile equipment line. 

This trend, together with the fact that coal tonnages In 
the United States alone are expected to Increase at the 
rate of 20 million tons annually through 1980, indicates 
a bright future for the company. 


Sales of some 3,500 various types of brass products and 
fittings for the fire protection industry had been increas¬ 
ing at an annual rate of some 20% over a five-year 
period leading to the acquisition of Powhatan on Sep¬ 
tember 30,1965 by "Automatic" Sprinkler. As the result 
of new programs initiated with the help of the "Auto¬ 
matic" corporate team, total sales in 1966 Increased 
some 45% over 1965 with Increased profit margins and 
total profits. 

Now, as we enter our 75th Anniversary Year, the Pow¬ 
hatan Division has the opportunity of achieving even 
greater heights in our industry. Our confidence in the 
future is mainly the result of substantial investments by 
"Automatic" in new plant and equipment for Powhatan. 

We are now completing construction of a new $1.5 
million highly automated foundry which will triple the 
production of our present facilities. We expect it to be 
in full operation by late summer. This new foundry, 
equipped with the latest machinery to allow us to pro¬ 
duce the highest quality level obtainable for our many 
items, will solve our major problem of the past—the 
inability to produce as much merchandise as we could 
sell. 

Last year we acquired the well-known and highly re¬ 
spected F. N. Mclntire Brass Works' Monitor Nozzle 
line, a major addition to our growing product line. This 
move, together with our new facilities, provides Pow¬ 
hatan with the means of continuing its growth at an 
accelerated rate. 


Illustrated here is a low-profile personnel carrier pro¬ 
duced by KERSEY and used in coal mining operations 
involving extremely low-height seams of coal. 



Pictured below are Mr. and Mrs. Reininger (left) present¬ 
ing to West Virginia Gov. and Mrs. H. C. Smith an ornate 
brass doorknocker for Governor's Mansion which con¬ 
tains The State Seal. 



NOTE—Division Reports continued on page 16. 




















RECENT 
and PENDING 
ACQUISITIONS 
to the 
CORPORATE 
EAMILY 


Continuing its program of corporate growth, ''Auto¬ 
matic" acquired or agreed to acquire six companies at 
year end 1966 and early 1967. These additions comple¬ 
ment existing product lines in "Automatic's" four 
growth nucleus areas . . . with Baifield Industries, Inc., 
the latest acquisition, launching the corporation into a 
fifth important nucleus area—a major defense industries 
complex. 


An agreement to acquire the operating assets of Smith- 
Essick, Inc., a Los Angeles-based manufacturer and 
supplier of labor-saving equipment for the road-build¬ 
ing, construction, and commercial laundry industries, 
was signed on December 28, 1966 for implementation 
early in 1967. This company's principal products include 
vibrating road rollers, dead weight road rollers, plaster 
mixers, pumps, small concrete mixers, air compressors, 
truck mounted concrete mixers, truck mounted con¬ 
crete containers, batch plants and other complementary 
equipment. It also manufactures and markets washers, 
extractors and driers used by commercial laundries. 
Sales for 1966 were approximately $24,000,000 com¬ 
pared with sales of $21,900,000 for 1965 and net profits 
were approximately $985,000 compared with approxi¬ 
mately $843,000 in 1965^ 




The agreement to acquire the assets of Scott Industries, 
Inc. and its subsidiaries in exchange for 75,000 Converti¬ 
ble Preference Shares having a liquidating preference of 
$100 a share, was first announced on December 30,1966 
and will be consummated following approval by Scott 
shareholders. This company produces and sells pro¬ 
tective breathing apparatus, oxygen cylinders and regu¬ 
lator assemblies for fire department, industrial safety, 
military and civilian aircraft use; survival kits for military 
jet aircraft crews and safety masks. Other products in¬ 
clude hydraulic cylinders and components for use on 
mobile equipment. Headquartered in Lancaster, New 
York, Scott complements all four nuclei of "Automatic," 
with major ties to both the fire protection-industrial 
security and the fluid and hydraulic controls groups. 
Sales for 1966 were approximately $15,900,000, com¬ 
pared with $11,900,000 in 1965, and net income was 
about $492,000, compared with $350,000 in 1965. 


"AUTOMATIC" VANDALARM 


Electronic Security, Inc. based in Houston, Texas was 
purchased on January 6,1967, for cash and a participa- 
tion in the Division's profits for five years. This ac- 
■i; .; quisition of exclusive rights to the manufacture and 
distribution of "Vandalarm," a sophisticated electronic 
' warning system for plants, offices, banks, schools and 
other institutions as well as for apartment houses, pri¬ 
vate homes, aircraft and boats, was an important step in 
further broadening the scope of the company's fire 
protection-industrial security nucleus. The system has 
received wide acclaim since being installed in several 
■ ^ major school systems and department stores. 


GENERAL FITTINGS COMPANY 


This well-known Rhode Island manufacturer of fluid 
control systems was added to the corporate family 
early in 1967. The Division's product line comple¬ 
ments that of Fee & Mason Division. In addition to 
producing instantaneous water heaters, automatic elec¬ 
tric fuel-oil pre-heaters, tankless heaters and a complete 
line of standard and special fittings widely used in 
commercial laundries, hospitals, hotels and other pri¬ 
vate and public installations, the company is also a 
leader in the development of applied hydronic devices. 


DAVIS EMERGENCY EQUIPMENT COMPANY: 


With the acquisition of this Newark, New jersey-based 
organization, "Automatic" took a major step forward in 
the development of Its fourth nucleus area of opera¬ 
tions, electrical and electronic instrumentation. Davis is 
an important developer and manufacturer of air pollu¬ 
tion detection and control instruments and a line of 
safety equipment. In addition to expanding the instru¬ 
mentation nucleus, the Division's product line also 
complements the fire protection and Industrial security 
group. One of the division's most interesting develop¬ 
ments is an SO 2 analyzer, an air-pollution detection 
instrument which can be either permanently installed 
or used as a mobile unit. 


BAIFIELDJNDUSTRIES,.INC.; 


"Automatic" Sprinkler reached an agreement to acquire 
the net assets of Baifield Industries, Inc., Los Angeles, for 
common shares just as this Annual Report was going to 
press. This acquisition would launch "Automatic" into 
its fifth nucleus area of growth—a major defense indus¬ 
tries complex—since Baifield is primarily engaged in the 
design, manufacture and sale of military weapon sys¬ 
tems, military utility vehicles and military ordnance 
items. For the fiscal year ended January 31,1967, Baifield 
reported sales of approximately $31.3 million with net 
income of about $1,763 million. The company's prod¬ 
ucts include retarding fins for the"Snakeye"bomb; reel 
launchers for launching and towing targets; fins and 
wings for the Talos missile; wing pylons for the F-105 
aircraft; airframes for the Asroc missile; the "Mule" 
utility vehicle; weapon dispenser and demolition kits, 
and large cartridge cases. The company has plants in 
Dallas, Texas and Shreveport, Louisiana comprising 
more than 400,000 sq. ft. of manufacturing space, 
employing in excess of 1,000 employees. 
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Sioux City, Iowa 


Sioux Falls, South Dakota 


Spokane, Washington 


Syracuse, New York 


Tampa, Florida 


Valdosta, Georgia 


Vansant, Virginia 
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SALES & DISTRIBUTION- 
GREEN PINS 

Albuquerque, New Mexico 
Alexandria, Virginia 
Anchorage, Alaska 
Atlanta, Georgia 
Baltimore, Maryland 
Bangor, Maine 
Billings, Montana 
Birmingham, Alabama 
Bluefield, Virginia 
Boise, Idaho 
Boston, Massachusetts 
Charlotte, North Carolina 
Chicago, Illinois 
Cincinnati, Ohio 
Cleveland, Ohio 



Columbus, Ohio 
Dallas, Texas 
Decatur, Georgia 
Denver, Colorado 
Detroit, Michigan 
Duluth, Minnesota 
East Greenwich, Rhode Island 
Elmira, New York 
Fresno, California 
Harrisburg, Pennsylvania 
Hartford, Connecticut 
Hazo Rey, Puerto Rico 
Houston, Texas 
Indianapolis, Indiana 
Jackson, Mississippi 
Kansas City, Missouri 
Kenilworth, New Jersey 
Knoxville, Tennessee 
Lancaster, New York 
Los Angeles, California 
Madison, Wisconsin 
Madisonville, Kentucky 
Malvern, Pennsylvania 
Manasquan, New Jersey 
Manchester, Connecticut 


Manchester, Kentucky 
Memphis, Tennessee 
Miami, Florida 
Milwaukee, Wisconsin 
Minneapolis, Minnesota 
Mobile, Alabama 
Nashville, Tennessee 
Nassau, Bahamas 
Newark, New Jersey 
New Orleans, Louisiana 
Newton, Massachusetts 
New York, New York 
North Bergen, New Jersey 
Norwalk, California 
Oakmont, Pennsylvania 
Oklahoma City, Oklahoma 
Omaha, Nebraska 
Park Ridge, Illinois 
Philadelphia, Pennsylvania 
Pittsburgh, Pennsylvania 
Portland, Pennsylvania 
Raleigh, North Carolina 
Ranson, West Virginia 
Reynoldsburg, Ohio 
Richmond, Virginia 
Rochester, New York 
St. Louis, Missouri 
Sait Lake City, Utah 
San Antonio, Texas 
San Francisco, California 
Santa Clara, California 
Seattle, Washington 


Washington, D.C. 

Wichita Falls, Texas 
Wise, Virginia 
Yakima, Washington 

MANUFACTURING—RED PINS 

Bluefield, Virginia 
Boca Raton, Florida 
Cieveland,Ohio 
Eastlake, Ohio 
Elizabeth, New Jersey 
Elmira, New York 
Guntersville, Alabama 
Houston, Texas 
Lancaster, New York 
Little Rock, Arkansas 
•Los Angeles, California 
Lufkin, Texas 
Manasquan, New Jersey 
•Milwaukee, Wisconsin 
Moline, Illinois 
Monroe, Indiana 
Newark, New Jersey 
North Bergen, New Jersey 13 

Pompano Beach, Florida 
Providence, Rhode Island 
•Ranson, West Virginia 
Seattle, Washington 
Swainsboro, Georgia 
Wood Dale, Illinois 

•to indicate multi-division location 
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Front row, left to right—HANS ULRICH RINDERKNFCHT, HARRY E. FICGIE, JR., E. M. de WINDT. 
14 Second row, left to right—JACK O. DOERGE, F. S. CORNELL, J.AMES J. GILLIGAN, DALE S. COENEN. 
















the BOARD of DIRECTORS 








GEORGE R. 
HERZOG 




JOHN j. HARPER 

POWER, JR. SIBLEY, JR. 



DONALD C. 
SEIBERT 


The board of directors consists of eleven members, all of 
whom are outside members except three company offi¬ 
cers, Harry E. Figgie, jr., chairman and chief executive 
officer, John j. Power, Jr., president, ''Automatic" 
Sprinkler division and James J. Gilligan, vice president- 
finance. 

The eight outside members are: 

DALE S. COENEN—Vice President, Laird & Company, 
Corporation; Chairman-Finance Committee and Direc¬ 
tor, Hazel Bishop, Inc.; Director, Brooks & Perkins, Inc., 
Rawlings Corp. and Frost & Sullivan, Inc. 

F. S. CORNELL—Retired Executive Vice President and 
General Manager, A. O. Smith Corp., Milwaukee; Direc¬ 
tor, A. O. Smith Corp., Briggs & Stratton, W. C. Heath, 
Inc. and Electronics Concepts, Inc. 

JACK O. DOERGE—President, Saunders, Stiver & Co.; 
Director, Bonne Bell, Inc, The Clark-Reliance Corp., 
Norwalk Truck Lines, Nortruck Corp., Rochester Capital 
Leasing Corp., Seneca Grape Juice Corp. and Young 
Presidents' Organization, Board of Governors, Invest¬ 
ment Bankers' Association. 

GEORGE R. HERZOG—Retired Chairman of the Board, 
Union Commerce Bank, Cleveland; Director, Airport 
Parking Co. of America, Inc., Builders Structural Steel, 
Burden Oxygen Co., General Corp. (Ch. of Board), 
Missouri-Kansas-Texas Railroad Co. (V.P.-Finance), Nor¬ 
walk Truck Lines, Inc., Revco D.S., Inc. (Ch. of Board), 
Rusco Industries, Inc. (President) and Union Commerce 
Bank. 

HANS ULRICH RINDERKNECHT—Principal, Rinder- 
knecht & Co. A. G., Zurich, Switzerland; Director, Cos¬ 
mos American Corp., New York, Cosmos Bank, Zurich 
Switzerland, Chairman: Brunswick, Ltd., Crown Zeller- 
bach. Ltd. and Hertz International. 

DONALD C. SEIBERT—President and Director, Silicon 
Transistor Corp., Damon Engineering, Inc., General 
Wire & Cable Co., Second State Capital Corp., Alpine 
Geophysical Associates, Inc., Marine Mining Corp., 
Dynamics Research Corp. and Communication Elec¬ 
tronics, Inc. 

HARPER SIBLEY, JR.—President, Sibley Corp., Dietrich- 
Sibley Agency, Inc., Director, Western Union Telegraph 
Corp., Central Trust Co., Rochester, Republic National 
Bank of New York; Trustee, Genesee Hospital. 

E. M. de WINDT—Executive Vice President, Interna¬ 
tional, Eaton Yale & Towne, Inc., Cleveland; Director, 
Eaton Yale & Towne, Inc. 
















AMERICAN 

LaFRANCE 

DIVISION 

Elmira, New York 

Leonard J. Barbee, 
Acting General Manager 




On May 4, 1966 American LaFrance, in the 
throes of a four-week strike, was gravely con¬ 
cerned about the rising cost of purchased ma¬ 
terials and the apparent need for fundamental 
manufacturing changes. That day, American 
LaFrance became a part of ''Automatic" 
Sprinkler's fire protection and industrial se¬ 
curity nucleus—and major Improvements were 
quick to come. 

The strike was settled. Cost-reduction tech¬ 
niques were applied to all operations. Major 
production improvements were effected. A 
new marketing plan was developed and 
launched. And, just seven months later, we 
were able to report American LaFrance in the 
black for the full year. 

This 133-year-old fire-fighting company is now 
again a profitable operation, as well as an 
acknowledged leader In the production of 
quality fire apparatus. And we mean to stay 
there. 

The turnaround in mld-1966 required the in¬ 
vestment of several million dollars in working 
capital and in modernization of our plant facili¬ 
ties in Elmira. New equipment and machine 
tools were Installed and our raw material 
Inventories were substantially increased. 

The fortunes of American LaFrance experi¬ 
enced immediate improvement in 1966 fol¬ 
lowing the merger with "Automatic" Sprinkler 
—and the improvement was measurable in the 
total sales and earnings figures for the year. 

Emphasis on new-product development and re¬ 
design produced several new fire extinguisher 
models which will permit greater market 
penetration, particularly in consumer markets. 
In addition, two new vehicles were introduced 
into the fire service—the Aero Chief, which 
features a 70-to-90-foot aerial platform appara¬ 
tus (as illustrated at the left), and Pioneer 1, a 
low-priced pumper for smaller fire depart¬ 
ments. We entered 1967 with the largest order 
backlog in over 15 years. 



SAFWAY 
STEEL PRODUCTS 
DIVISION 

Milwaukee, Wisconsin 
Richard N. Vandekieft, President 


Safway Steel Products, which merged with "Automatic" 
Sprinkler in mid-1966, experienced record sales and 
earnings for the year. Total revenue was up 20% from 
a record 1965, and profit margins showed a substantial 
improvement. 

As a major addition to "Automatic's" labor reduction 
equipment nucleus, Safway manufactures a variety of 
steel products, principally tubular steel builders' scaf¬ 
folding, folding gymnasium seating, stadium and arena 
seating, playground equipment, and a number of other 
smaller categories. A significant additional service to 
contractors Is represented by the sale or rental of these 
and other products through company-owned branches 
and Independent distributors in 126 cities throughout 
the nation and in the Bahamas. 

Continued emphasis on new-product and product-use 
development and the expansion of Safway's marketing 
effort should produce another fine year in 1967. 
Specifically: 

• As a result of Safway's long and favorable relationship 
with the construction industry, we now sell or rent a 
broad line of contractors' equipment manufactured by 
other companies. The marketing through our branches 
of such items as electric hand tools, material hoists, 
small concrete and mortar mixers, and masonry saws is 
now contributing significantly to company income. 

• Introduced into our line in 1966 were a number of 
important new products, including portable bleachers, a 
telescopic chair platform, and a heavy-duty scaffold- 
type shoring for the support of concrete during the 
placing and curing process. 

Safway, a pioneer in its field since 1936, feels that it now 
has the financial and distributive backing necessary to 
carry it to the fore in its respective fields. 



Illustrated below is the huge portable bleacher designed 
and installed by SAFWAY STEEL last year at the Chicago 
Bears Stadium. 
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BLAZE GUARD 
DIVISION 

North Bergen, New Jersey 
Barbara j. Scharer, President 


The last quarter of 1966 marked the beginning of a new 
growth program at Blaze Guard aimed at substantially 
increasing our overall share of the fire hose market. The 
total U.S. market for woven-lined and rubber-lined 
fabric fire hose is estimated to be 80 million feet. 

Launched immediately following our entry into the fire 
protection and industrial security nucleus of '"Auto¬ 
matic" Sprinkler Corporation on September 9,1966, the 
new marketing program emphasizes the quality of our 
product which we are continually improving through 
new techniques, quality material and new and improved 
production equipment. Our marketing emphasis on 
quality contributed substantially to our excellent year- 
end results, which showed sales up 32% and after-tax 
profits at record high levels. 

Since the acquisition by "Automatic," Blaze Guard has 
been drawing heavily on the organizational and engi¬ 
neering skills of the "Automatic" corporate manage¬ 
ment team in a concentrated effort to increase efficiency 
while boosting production. Present equipment has been 
redesigned and rebuilt, and several new high-speed 
looms will be in full operation by May, 1967. 

The major improvements in plant and equipment will 
materially increase production this year, enabling us to 
keep pace with rising demand and heightened market 
penetration. 




The new marketing program launched at BLAZE GUARD 
last year calls for greatly increased production. The 
photo below shows another large order of quality fire 
hose being readied for shipment. 



HYDRAXTOR 

DIVISION 

Chicago, Illinois 
Allen Koplin, President 


The Hydraxtor Division had the most successful year in 
its history during 1966, with sales up approximately 46% 
and profits higher than ever before. 

During the past year we improved and expanded our 
product line of commercial laundry equipment which 
includes extractors, washers and small piece folding 
equipment. Our major new product in 1966 was the 
Hydraflo Unashell Washer, which can effectively wash 
loads up to 900 pounds faster and with a lower labor 
factor than any other washer on the market. This 
product will play a leading role in our sales effort in 
1967. 

Almost simultaneously with joining "Automatic" Sprin¬ 
kler's labor reduction equipment nucleus in October, 
we added key engineering and financial executive per¬ 
sonnel and instituted new systems and controls. As a 
result, we are better equipped to attain our growth ob¬ 
jectives, further increase our profit margins and main¬ 
tain excellent customer service. 

Introduction of new systems and procedures at our 
Moline, Illinois plant reduced costs while increasing 
production without use of additional floor space. This 
enabled us to reduce the selling price of a major 
product. 

Since our equipment and systems are designed to 
minimize labor requirements in laundry production, the 
initial investment is generally recovered within three 
years. New legislation which applies Federal minimum 
wage laws to production laundries for the first time 
substantially increases laundry labor costs, thus provid¬ 
ing further incentive for purchase of Hydraxtor equip¬ 
ment. 

This strong market influence, coupled with major new- 
product developments, should result in another excel¬ 
lent year for Hydraxtor in 1967. 


Rated high among HYDRAXTOR's new and improved 
equipment for commercial laundries is the small piece 
folder illustrated below. 
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Consolidated Balance Sheet —December 31,1966 

''Automatic" Sprinkler Corporation of America and Subsidiaries 


ASSETS 

CURRENT ASSETS: 

Cash. $ 1,626,327 

Marketable securities, at cost (quoted market $280,923). 264,616 

Accounts and notes receivable, less allowance for 

uncollectible accounts of $495,935 . 20,817,694 

Cost of uncompleted contracts, net of 

advance payments of $2,828,957 . 3,733,052 

Manufacturing inventories, at cost (part at last-ln, first-out, 
and part at fIrst-in, first-out) not in excess of market. 17,429,362 

Prepaid expenses. 611,558 

Total current assets. $44,482,609 


OTHER ASSETS: 

Notes receivable, less $352,776 unearned interest. $ 508,010 

Advance payment on purchase of assets of 

Smith-Essick, Inc. (Note 2). 250,000 

Other. 703,705 

$ 1,461,715 

PROPERTY, PLANT AND EQUIPMENT, 

at cost, less accumulated depreciation of $4,622,911 . $11,753,251 


PATENTS, at cost, less amortization. $ 2,008,301 

$59,705,876 


The accompanying notes are an integral part of this statement. 





























LIABILITIES 



CURRENT LIABILITIES; 

Notes payable. $14,210,000 

Current maturities of long-term debt. 934,526 

Accounts payable and accrued liabilities. 15,867,879 

Accrued Federal income taxes. 2,139,860 

Total current liabilities. $33,152,265 


LONG-TERM DEBT (Note 3). $ 7,467,852 


DEFERRED FEDERAL INCOME TAXES. $ 635,000 


SHAREHOLDERS' INVESTMENT (Notes 5, 6 and 7): 

6% Senior preferred shares, $100 par value, authorized and 

outstanding 17,000 shares. $ 1,700,000 

Serial preference shares, $100 par value, authorized 
123,000 shares— 

First series, 6%, issued 27,732 shares. 2,773,200 

Second series, 5%, issued 7,500 shares. 750,000 

Third series, 5%, issued 17,500 shares. 1,750,000 

6% Convertible preferred shares, $100 par value, 

authorized and outstanding 10,000 shares. 1,000,000 

Common shares, 10 cents par value, authorized 9,000,000 

shares, outstanding 3,451,289 shares. 345,129 

Capital surplus. 35,698 

Retained earnings (Note 3). 10,096,732 

$18,450,759 

$59,705,876 


The accompanying notes are an integral part of this statement. 





































Consolidated Statement of Income 

For the Years Ended December 31,1966 and 1965 
"'Automatic'' Sprinkler Corporation of America and Subsidiaries 


1965 

NET SALES AND RENTALS.$45,876,585 

Net sales and rentals of companies acquired since 
1965 in pooling of interest transactions. 21,137,626 

$67,014,211 

COST OF SALES AND RENTALS. 49,140,057 

Gross income.$17,874,154 

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. 11,186,979 

Income from operations (after provision for 
depreciation and amortization of $906,323 

and $1,337,736, respectively). $ 6,687,175 

OTHER EXPENSES (INCOME): 

Interest expense...$ 610,327 

Other, net. (196,507) 

$ 413,820 

Income before provision for Federal and State 
income taxes.$ 6,273,355 

PROVISION FOR FEDERAL AND STATE 

INCOME TAXES. 2,890,000 

Net Income. $ 3,383,355 

PER COMMON SHARE. $.89 


1966 

$90,654,511 


$90,654,511 

64,894,818 

$25,759,693 

16,654,684 

$ 9,105,009 

$ 1,117,692 
(185,621 ) 
$ 932,071 

$ 8,172,938 

3,748,000 
$ 4,424,938 
$1.15 


The accompanying notes are an integral part of this statement. 













































Consolidated Statements of Capital Surplus 

and Retained Earnings For the Year Ended December 31,1966 

''Automatic" Sprinkler Corporation of America and Subsidiaries 


CONSOLIDATED STATEMENT OF CAPITAL SURPLUS 


BALANCE BEGINNING OF YEAR, as previously reported.$ 3,020,343 

PORTION OF EXCESS of par value of shares issued over underlying 
net book value of companies acquired since 1965 in pooling of 

interest transactions, net of acquisition expenses. (3,020,343 ) 

BALANCE BEGINNING OF YEAR, as restated.$ ^ 

PROCEEDS OVER PAR VALUE of common shares issued 

under stock options, warrants, etc. 35,698 

BALANCE END OF YEAR.$ 35,698 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


BALANCE BEGINNING OF YEAR, as previously reported.$ 2,204,144 

BALANCES OF COMPANIES ACQUIRED in poolings of interest. 5,287,734 

BALANCE OF EXCESS of par value of shares issued over underlying 
net book value of companies acquired since 1965 in pooling of 

interest transactions, net of acquisition expenses. (604,737 ) 

BALANCE BEGINNING OF YEAR, as restated.$ 6,887,141 

NET INCOME. 4,424,938 

DIVIDENDS DECLARED: 

Preferred and preference shares. (285,039) 

Common shares. (359,586) 

Cash dividends declared by companies acquired, prior to poolings. (153,134) 

TRANSFER TO COMMON SHARES in connection with 

5-for-2 split. (206,588) 

EXCESS OF PURCHASE PRICE over par value of 

common shares repurchased. (211,000 ) 

BALANCE END OF YEAR. $10,096,732 


The accompanying notes are an integral part of these statements. 




































Consolidated Statement of Source 

and Application of Funds For the Year Ended December 31,1966 

"Automatic" Sprinkler Corporation of America and Subsidiaries 


SOURCE OF FUNDS: 

Net income. 

Depreciation and amortization. 

Total from operations. 

Proceeds from exercise of warrants and options . . . . 

Working capital acquired in American LaFrance acquisition 


APPLICATION OF FUNDS: 

Acquisition of American LaFrance. 

Increase in long-term receivables, patents, and other assets 

Purchase of fixed assets, net. 

Net decrease in long-term debt. 

Dividends declared. 

Dividends paid by companies prior to poolings of interest. 
Repurchase of common shares. 

Total decrease in working capital. 




E 


$ 4,424,938 
1.337,736 
$ 5,762,674 
37,075 
5,981,038 
$11,780,787 

$ 6,382,000 
381,530 
3,944,947 
1,235,251 
644,625 
153,134 
211,500 
$12,952,987 
$ 1,172,200 


The accompanying notes are an integral part of this statement. 




































Notes to Consolidated 
Financial Statements 

December 31,1966 

''Automatic" Sprinkler Corporation of America and Subsidiaries 


1. Acquisition of Scott Industries, Inc. 

In December, 1966, the Company signed a letter of intent to 
acquire the assets of Scott Industries, Inc. Under the agreement, 
which is subject to approval by two-thirds of the Scott share¬ 
holders, the Company will exchange preference shares, $1 par 
value (liquidation and redemption price $1(X) per share), first 
series, convertible, on the basis of one ''Automatic" preference 
share for each 6% Scott common shares. On the basis of 503,138 
Scott common shares outstanding at December 31, 1966, the 
Company would issue 75,470 preference shares. "Automatic" 
shareholder approval is required to authorize the aforementioned 
shares. 


2. Principles of Consolidation and Acquisitions 
The accompanying consolidated financial statements include the 
accounts of the Company and its wholly-owned subsidiaries. All 
material intercompany accounts and transactions have been 
eliminated. 

During 1%6, the Company acquired a number of businesses and 
companies. The results of operations of a purchased business (the 
American LaFrance Division of the Sterling Precision Corporation 
in May, 1%6) have been included since the date of acquisition. 
Operations of businesses acquired on a pooling of interest basis 
have been included for the whole year. 

The consolidated statement of income for 1%5 has been restated 
to include the operations of companies acquired since 1%5 in 
pooling of interest transactions. 

In January, 1%7, the Company entered into agreements to acquire 
General Fittings Company and Davis Emergency Equipment Com¬ 
pany, Inc. for a total of 102,250 common shares. The financial 
statements of these companies for the year 1966 (combined sales 
of $6,190,923 and net income of $299,259) are included in the 
accompanying consolidated financial statements. 

In January, 1%7, the Company acquired Electronic Security, Inc. 
The purchase price was $100,000 cash plus $30,000 per year in 
common shares to be issued during the next five years. In addi¬ 
tion, under a formula based on earnings, an additional $350,000 In 
cash may be paid commencing in 1%7 and through 1971. 

The Company entered into an agreement in December, 1966, to 
purchase all of the assets, except real property and certain equip¬ 
ment of Smith-Essick, Inc. for approximately $9,862,900 In cash. 
The agreement is subject to Smith-Essick shareholder approval. 


3. Long-Term Debt and Subsequent Borrowings 

Included as 
Long-Term Current 
Portion Maturities 


5V^% Notes payable to banks due in 
quarterly installments of $128,750 .... 

5Vi% Notes payable to bank, collateral¬ 
ized by rentals under lease agreements 
6% Mortgages payable, secured 

by certain land and buildings. 

Various chattel mortgage notes. 

Obligations under lease/purchase 


.$5,000,000 

$ — 

.$1,067,500 

$515,000 

.$ 230,048 

$ 84,250 

. 214,606 

21,359 

. 273,194 

%,416 

$ 717,848 

$202,025 

.$ 682,504 

$217,501 

$7,467,852 

$934,526 


The terms of the 5%% Sinking Fund loan agreement provide for 
fixed annual payments of $450,000 beginning in January, 1971. In 
addition, the (lompany may make prepayments with various 
descending premiums. 


The loan agreement provides, among other things, that the Com¬ 
pany shall (1) maintain working capital of not less than $8,000,0(X) 
in 1%7, and $9,000,000 thereafter; (2) not enter into long-term 
leases requiring annual rentals aggregating in excess of $500,000; 
(3) not have short-term borrowings for at least 45 consecutive days 
during each year; (4) not pay cash dividends (except on 6% senior 
preferred shares) nor redeem any of its capital shares unless after 
such payments the cumulative funded debt payments, dividends. 
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Notes to Consolidated Financial Statements Cont. 


and share redemptions would not exceed the sum of 75% of the 
consolidated earnings since June 30,1965, plus $750,000. 

As of December 31,1966, retained earnings of $4,166,000 was not 
restricted as to payment of cash dividends, etc., under the terms 
of the notes. 

To March 2, 1967, the Company had obtained $4,500,000 of 
unsecured bank loans, payable in 90 days. 

4. Pension Plans 

The Company has numerous noncontributory pension plans in 
effect which provide benefits for covered employees (substan¬ 
tially all hourly and certain salaried employees) who have attained 
the age of 65 years and have certain years of credited service. The 
Company has accrued the normal cost plus an amount sufficient 
to fund the past service costs over a 20-year period. Pension costs 
of $466,000 were charged to operations for the year 1966. At 
December 31, 1966, the estimated unfunded past service cost of 
the plans was approximately $2,900,000. 

5. Warrants and Options 

Under a qualified stock option plan approved by the shareholders, 
143,125 common shares were reserved for the granting of options 
to employees at a price equal to the fair-market value of the 
shares at the time the option is granted. The options are exercis¬ 
able In five equal annual installments beginning one year from 
date of grant and expiring five years thereafter. At December 31, 
1966, options for 89,375 common shares were outstanding at 
prices ranging from $.80 to $23.25 per share. During 1%6, options 
for 51,437 shares were granted, options for 3,750 shares were 
canceled and options for 19,373 shares were exercised at prices 
ranging from $.80 to $4.00 per share. 

During 1966, a warrant to purchase 10,000 common shares at $.60 
per share was exercised and at December 31, 1966, a warrant to 
purchase 153,125 common shares at $.60 per share was outstand¬ 
ing. The warrant is exercisable on or before December 31, 1970. 

6. Preferred and Preference Shares 

The terms of the Company's 6% Senior Preferred shares contain 
provisions similar to those in the loan agreement described in 
Note (3). The dividends are cumulative and the shares have re¬ 
stricted voting rights. Dividends on the common shares may not 
be paid unless dividends on the preferred shares have been paid. 


The 6% Convertible Preferred shares (involuntary liquidation 
value $100 per share) are redeemable in whole or in part at the 
option of the Company at 106% if redeemed after 1970 and with 
descending premiums thereafter prior to 1982 and at 100% there¬ 
after. They are Initially convertible at a rate of one share of 
common stock for each $10.40 par value of Convertible Preferred 
shares. 

The Company has authorized 123,000 Serial Preference shares, of 
which 52,732 have been issued in three series and are outstand¬ 
ing. The remaining shares have been designated as Serial Prefer¬ 
ence, Fourth Series and are unissued. The First Series, 6%, are 
redeemable at the option of the Company any time after 1971, 
with a premium to 1982. The Second Series, 5%, are redeemable 
any time after 1%9, and the Third Series, 5%, any time after 1972, 
without premium. All of the shares have voting rights. The shares 
issued have an involuntary liquidation value of $100 per share. 
Dividends for all series outstanding are cumulative. Serial Prefer¬ 
ence shares currently outstanding have no sinking fund require¬ 
ments and have no conversion rights. The Board of Directors are 
authorized to amend the Articles of Incorporation to create one 
or more additional series of Serial Preference shares, to fix or 
change certain express terms of such shares and to issue such 
shares in one or more series. 

7. Common Shares 

As of December 31, 1966, the Company had reserved 371,282 
common shares under the stock option plan, the stock purchase 
warrant, and the conversion rights of the 6% Convertible Pre¬ 
ferred shares. 

Under an agreement relating to a business acquired in a pooling 
of Interest transaction in 1%6, the Company is required to issue 
additional common shares having a then market value of $500,000. 
The number of additional shares to be issued under this agree¬ 
ment Is not determinable because it will be based In part on the 
future earnings of the acquired company. As the shares are Issued, 
capital surplus will be charged and common shares credited for 
the par value of the shares issued. 

8. Leases 

Certain of the branch offices, warehouses and fabricating facilities 
are occupied under various leases with aggregate annual rentals 
of approximately $550,000. The total obligation under the leases, 
extending through 1983, is approximately $3,900,000. 


The 6% Senior Preferred shares (involuntary liquidation value 
$100 per share) are subject to a sinking fund commencing in the 
sixth year from issuance designed to retire all such shares at par 
In 15 years. They may be redeemed in whole or in part at the 
option of the Company at 106% in the fifth year, declining 
annually thereafter to par in the twentieth year. 


9. Contingent Liabilities 

The Company has agreements with financial institutions whereby 
certain receivables are sold on a limited or full recourse basis. 
At December 31, 1966, the Company was contingently liable for 
$2,164,000 under these agreements. Management believes that no 
material losses will result from these agreements. 


Auditors' Report 

To the Board of Directors and Shareholders, 

"Automatic" Sprinkler Corporation of America: 

We have examined the consolidated balance sheet of "AUTOMATIC" SPRINKLER CORPORATION OF AMERICA (an 
Ohio corporation) AND SUBSIDIARIES as of December 31, 1966, and the related consolidated statements of income, 
capital surplus, retained earnings and funds for the year then ended. Our examination was made in accordance with gen¬ 
erally accepted auditing standards, and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. The financial statements of certain companies included in 
the financial statements of "Automatic" Sprinkler Corporation of America were not examined by us, but we were fur¬ 
nished with the reports of other auditors thereon. 

In our opinion, based upon our examination and the reports of other auditors, the above-mentioned financial statements 
present fairly the financial position of "Automatic" Sprinkler Corporation of America and Subsidiaries as of December 
31,1966, and the results of their operations and the source and application of funds for the year then ended, in conform¬ 
ity with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 

ARTHUR ANDERSEN & CO. 

Cleveland, Ohio 
March 2,1967. 









Major Product Lines of the "AUTOMATIC" Family of Companies 

"AUTOMATIC" SPRINKLER DIVISION 

• Complete fire protection sprinkler installations • Special hazard fire protection installations • Sprinkler 
heads • Iron valves and fittings • Control consoles • Smoke, heat, rate-of-rise and ultraviolet combustion 
detection equipment 

AUTOMATIC PROCESS PIPING DIVISION 

• Industrial piping and process equipment • Heating, ventilating, air conditioning, plumbing systems 

WILLIAM STANLEY DIVISION 

• Fabricated specialized containers of exotic metals for pharmaceutical, petrochemical and food processing 
industries 

BADGER FIRE EXTINGUISHER DIVISION 

• Complete line of portable water, CO 2 , soda acid and dry chemical fire extinguishers 

FEE & MASON DIVISION 

• Rigid and movable pipe hangers and fittings • Engineered pipe suspension systems, including clamps, 
support rods, hangers and springs 

KERSEY MANUFACTURING DIVISION 

• Battery powered, rubber tired low-profile coal mining tractors, trailers, personnel carriers and coal cars 

POWHATAN BRASS & IRON DIVISION 

• Sprinkler system and hose fittings • Standpipe connections • Industrial and commercial fittings 

• Couplings and fog nozzles • Fire truck accessories • Brass ground key stops for gas, water and steam 

AMERICAN LaFRANCE DIVISION 

• Fire engines, aerial platforms and crash trucks • Fire extinguishers, including hardware and systems • Fire 
hose • Breathing apparatus and protective clothing • Brass goods 

SAFWAY STEEL PRODUCTS DIVISION 

• Metal scaffolding for construction • Portable bleachers, gymnasium seats and risers • Telescoping chair 
risers • Playground equipment 

BLAZE GUARD DIVISION 

• Complete line of municipal, industrial and linen fire hose and couplings 

HYDRAXTOR DIVISION 

• Integrated laundry processing systems • Extractors • Washers • Small piece folding equipment 

GENERAL FITTINGS DIVISION 

• Copper and cast iron hot water heaters • Pressurized expansion tanks and air control packages • Water 
mixing valves and balancing valves • Boiler coils and copper tube hangers • Heating specialty flow fittings 

• Electric fuel oil pre-heaters • Instantaneous water heaters and fuel oil heaters • Steam and hot water 
shell and tube-type converters • Circulating heaters • De-greasing equipment • TV antenna de-icing 
equipment 

DAVIS EMERGENCY EQUIPMENT DIVISION 

• Broad line of safety equipment • First aid kits and unit dressings • Gas masks and respiratory devices 

• Continuous monitoring gas anaylzers • Combustible and toxic gas analyzers and alarms • Air pollution 
detection and control devices 

"AUTOMATIC" VANDALARM DIVISION 

• Audio-actuated Instrusion devices • Burglar alarms • Portable holdup alarms • Automatic telephone 
reporting devices • Equipment monitoring systems 

SCOTT INDUSTRIES, INC 

• High-altitude oxygen regulating devices • Portable and fixed oxygen regulating devices • Canister-type 
gas masks • Survival kits • Hydraulic cylinders • Vehicle-mounted cranes • Scientific educational 
equipment 

SMITH-ESSICK, INC 

• Road building and construction equipment • Vibrating rollers • Plaster and mortar mixers • Water pumps 

• Material pumps • Truck mixers and batch plants for construction • Central mixing plants and concrete 
carriers • Dump truck bodies • Truck bodies for carrying building materials • Evaporative air coolers 

• Commercial and industrial air-makeup units • Commercial laundry equipment including washers, 
extractors and driers 

BAIFIELD INDUSTRIES, INC 

• Retarding fins for "Snakeye" bomb • Reel launchers for launching and towing targets • Fins and wings for 
the Talos missile • Wing pylons for the F-105 aircraft • Airframes tor the Asroc missile • The "Mule" 
utility vehicle • Weapon dispenser and demolition kits • Cartridge cases 
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